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AUSTRALIAN KEY ECONOMIC INDICATORS 


All Values in USS million 
FY= July 1-June 30 FY75 FY76 FY77 Pct.Change 
FY 76 .to 
Exchange Rate: US$1.00 = A$* 0.736 0.795 0.879 PY 7 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices 81,063 88, 241 92,124 
GDP at current prices 81,700 89,062 92,807 
GDP at constant FY67 prices 44,556 42,251 39,557 
Per capita GNP, current prices 5, 887 6, 342 6,581 
Plant and equipment investment 6,816 6,529 6,469 
Household disposable income 58,227 61,741 63,188 
Industrial Production Index Fy65=100 153 164 161 
Avg. Weekly Earnings (Males) on June 30 212.44 226.40 226.18 
Wkly Wage Rate Index 1954=100 393.2 459.2 508.9 
Labor Force 5,963 6,088 6,200 
Unemployment rate, % on June 30 4.1 4.4 5.4 
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MONEY AND PRICES 
Money Supply (M3) 40,044 41,299 41, 333 
Interest rates: 
Savings Bank Deposit Rate 3375 3.75 3.75 
Commercial Bank Overdraft Rate 11.50 10.50 L050 
Consumer Price Index FY67=100 180.2 202.4 229.6 
Wholesale Price Index FY69=100 166.3 186.8 205.2 
Retail Sales (current prices) 22,845 24,500 24, 335 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves 4,745 3, 239 3,003 
Balance of Payments (net monetary 
movements) -—630 -1,283 -559 
Trade Balance 877 2, FOL 1,408 
Exports, FOB 11,853 225222 £3,258 
U.S. Share 1,230 1,217 1,149 
U.S. Share 9.5 10.0 S.7 
Imports, FOB 10,975 10, 362 11,850 
U.S. Share 2,266 2,082 2,461 
U.S. Share % 20.6 207.1. 20.8 


PRINCIPAL U.S. EXPORTS TO AUSTRALIA (CY76): Aircraft ($139); Motor Vehicle 
Parts and Accessories ($133); Tractors ($104); Construction and Mining 
Machinery ($103); I.C. Engines ($87); Organic Chemicals ($81); Office 
Machines ($64). 

PRINCIPAL U.S. IMPORTS FROM AUSTRALIA (CY76): Beef and Veal ($385); Ammonia 
sodium hydroxide etc. (includes alumina) ($284); Sugar ($82); Nonferrous 
metal ores ($61); Shellfish ($55). 


NOTES: Percentage change in last column calculated on A$ figs. Because of 
the effect of changes in exchange rates, these figures do not correspond to 
the % change which would result if computed from the U.S. dollar figure. 
*Australian Reserve Bank average rates. 


Sources: Australian Government publications. U.S. Department of Commerce 
figures for principal imports and exports. 





SUMMARY 


After showing tentative signs during the first few months of 1977 that the 
long awaited recovery was under way, during the most recent six month 

period the Australian economy has slipped back to its former sluggish 
performance and the sought-for recovery is proceeding, if at all, slowly 

and very irregularly. Over the past several months, seasonally adjusted 
production indices have declined. Unemployment has remained well above 

5% for many months and is generally expected to rise appreciably before 

the situation improves. Although the pace of increase in average wage rates 
has slowed over the past year, it is still high. The Government has had 

modest success in its efforts to reduce inflation, but the level is still 

in the double digit range and shows little prospect of further significant 
reduction before the last half of the current financial year. In constant 
price terms,retail sales have dropped in recent months, following a small 
post-devaluation spending increase. Investment during the financial year 

was uneven. In late August the Government announced certain measures 

designed largely to smooth the way for hoped-for investments in the extractive 
industries and announced its decision to permit the development of Australia's 
vast uranium reserves. 


While Australia's balance of payments deficit was halved in financial year 
1977 (thanks to a large trade surplus plus massive capital inflows early 
in the year), in the last six months the apparent capital inflow has 
dwindled and a large net capital outflow has appeared. This development, 
plus the traditonally large current account deficit, has placed strong 
pressure on Australia's foreign exchange reserves. The Government has 
shown itself determined to defend the Australian dollar and has embarked 
on a massive foreign borrowing program. Borrowing plans so far announced 
this financial year have reached US$1.9 billion. 


Sales of U.S. capital and consumer goods in the coming year will depend on 
the pace of recovery oi the Australian economy. Since this recovery will at 
best be slow, no sharp increase in U.S. exports can be expected, although 
U.S. sales should retain their approximate share of the import market. 
Finally, while Australia continues actively to invite foreign investors, the 
latter's near-term response will continue to depend very much on Australia's 
progress in reducing inflation and on the prospect for renewal of economic 
activity in the Australian and world economies. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Production: Fall-off Following Post-devaluation Increase 


The November 1976 devaluation produced a brief increase in demand - to beat 
the inflationary impact. This prompted a lift in production. The following 





collapse in demand brought about a rapid reduction in output with as 
yet no signs of a recovery. According to a well respected unofficial 
production index, seasonally adjusted production for all groups 
increased somewhat in the first two months of the year but has declined 
steadily thereafter. Given the still uncertain outlook for consumer 
demand and the relatively weak growth of industrial investment, little 
growth in production seems to be in prospect for the rest of 1977. 


Unemployment: A Persistent Problem 


Unemployment remained at uncomfortably high levels throughout the first 
eight months of 1977 with widespread predictions that the situation will 
deteriorate further in the months to come. Unemployment remained steady 

at about 5.4% of the work force during June, July and August. On the 
slightly more favorable side, there has been some slight recent improve- 
ment in the average number of hours of overtime worked per week and there 
are some tentative signs of an increase in the number of unfilled vacancies. 


Wages: Some Reduction in the Rate of Growth 


The rate of growth in wages in Australia declined significantly in FY77. 
For the financial year as a whole the rate of increase in average wage 
rates rose by 10.8% as against 14.6% in FY76. Thus, the average rate 

rose less than the 13.4% increase in the Consumer Price Index (CPI) 

during the same period. This lower wage growth trend appears to have 

been the result of the pressure of unemployment and the partial acceptance 
by the Conciliation and Arbitration Commission of the Government's arguments 
in favor of a "plateau" system of quarterly wage indexation in the national 
wage hearings. As the partial indexation approach played an important role 
in the Government's anti-inflation strategy during FY77 and is also 
expected to do so in the present financial year, the nature of future 
quarterly wage adjustments will have an important bearing on the 
inflationary trend. 


Prices: Modest Downward Trend 


The trend in prices in the twelve months ending in June 1977 was influenced 

by the one-time effect of a change in the method of financing the national 
health scheme which took effect in the December quarter of 1976, and to a 
lesser extent by the devaluation of November 1976. Including the effect of 

the medical financing change, the FY-77 rate of inflation was 13.4%, up 

from the 12.3% rate in FY-76. The FY-77 CPI increase excluding the medical 
charge was 10.2%, a slight improvement over the previous year. 


In its continuing efforts to reduce inflation, the Government has 
introduced another austere national budget calling for no real growth in 
outlays, is even more sharply limiting the growth of money supply and will 
continue to press for wage restraint. But it continues to face a difficult 
task. It is not yet clear whether the full effects of the November 1976 
devaluation have worked their way through the system, nor how closely the 





future course of wage determination will continue to approximately follow 
Government recommendations. A significant reduction of inflation is not 
expected until the first six months of 1978. 


Investment by Private Enterprises: Uneven 


During FY77 private investment in Australia was uneven. New capital 
expenditure on new buildings and structures was 3.5% less than in the 
previous twelve months. On the other hand, expenditure on other new 
capital equipment was 16% higher than in the previous year, thus showing 
some real expansion. Investment by individual manufacturing sectors also 
was uneven, with the following sectors showing significantly less new 
capital expenditure than in the previous financial year: mining; chemicals, 
petroleum and coal products; basic metal products; and electricity, gas 
and water. On the brighter side significant capital expenditure increases 
occurred in food, beverages and tobacco; textiles, clothing and footwear, 
paper, paper products, printing and publishing; transport equipment, 
fabricated metal products industries; and in wholesale and retail trade. 
Although there were large increases in new capital expenditure in all 
industry sectors between the March and June quarters this year, this is 

a normal seasonal phenomenon and it is too early to determine whether an 
upward trend has been established. 


At the end of August the Government announced several initiatives which, 
while specifically designed to benefit both the much discussed North 

West Shelf LNG project ar petroleum exploration, have general application. 
These initiatives were: < two-year extension to June 30, 1986 of the 
applicability of the 20% investment allowance (the current 40% allowance 
expires on June 30, 1978); and a new procedure under which the Government 
may in the future grant approved and very large developmental projects a 
guarantee of immunity from exchange controls for specified periods. 
Initiatives directly aimed at the North West Shelf Project and at encouraging 
petroleum exploration include: the beginning of a phased program whereby 
the price of crude oil from existing Australian fields will move toward full 
international parity; assurance of the exemption of the North West Shelf 
project from a possible future "resources tax" and the amendment of the 
petroleum mining provisions of the income tax law to encourage investment 

in LNG facilities and offshore petroleum exploration. 


Finally, in late August a Government announcement cleared the way after 
several years of study for the development of Australia's vast uranium 
resources. Although the final positions of the unions which must mine 

and transport the uranium have not yet been taken, the way is clear for 
the development of several known projects to start. It is not expected 
however, that the first of the new mines will start producing prior to 
1981. 


Consumer Demand: Stagnation Following Post-devaluation Increases 


Although there was a significant post-devaluation real increase in retail 
sales, by the end of June these increases had fallen to less than one 
percent and by the end of July they had turned negative. Prospects for the 





rest of 1977 are not bright, although some improvement is forecast over the 
first six months of 1978. On a somewhat happier note, registrations of new 
motor cars and station wagons have partially recovered from the slump in 
March and April that followed post-devaluation sales increases that lasted 
through February. As the Government reinstated an annual import quota of 
90,000 completely built up units in July, increased sales since then will 
accrue to the domestic automobile manufacturers. 


Foreign Trade: Exports Up But Imports Rise Faster 


Although Australia continued to have an export surplus in FY77, imports 
increased more sharply than exports and the size of the traditional trade 
surplus fell. Exports increased in volume and in price as well as value. 
The most significant value increases were in wool, metal ores, coal, metal 
manufactures, meat, chemicals (including alumina) and sugar. While the 
export prices of many of these items should hold up well during the coming 
year, the prices of others, such as wool, sugar and copper have fallen 
markedly in recent months. Import increases appear to have been due approxi- 
mately equally to volume and price factors. The main value increases were 
recorded in imports of machinery, transport equipment, petroleum, chemicals 
and plastics, paper products, textile manufactures and foodstuffs. 


During the second half of FY77, the recorded value of Australian imports was 
affected by increased Australian dollar prices of goods ordered prior to the 
November 1976 devaluation. While coming months should see a fall off in both 
the volume and to a lesser extent the total value of imports due to the 
devaluation, the actual amounts will depend on a complex combination of 
factors including the pace of recovery in the Australian economy, the 

ability of Australian industry to be truly competitive even against higher 
cost imports and the severity of protectionist policies adopted by the 
Australian Government. 


Balance of Payments: A Difficult Period 


The overall deficit in the Australian balance of payments in FY77 (as 

measured by net official monetary movements) was less than half of the 

deficit recorded in the previous year. While Australia had a large trade 
surplus, it was substantially less than in the previous year due to a greater 
rise in the value of imports than exports. In addition, Australia's 
traditional large net invisible deficit was significantly higher than in 

FY76. The reduced trade surplus combined with the increased net invisibles 
deficit resulted in a record net current account deficit in FY77 almost double 
the previous year's figure. The overall balance of payments deficit was 

due to a very high net apparent capital inflow for the financial year as a 
whole, as a result of substantial official overseas borrowing in the July- 
December 1976 period, and to heavy inflows of private capital immediately 
following the November 1976 devaluation. 
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These large capital movements into Australia threatened an adverse impact 

on the Government's efforts to control the money supply, and in January it 
imposed restrictions on overseas borrowing. These actions included the 
re-activation of the variable deposit requirement (VDR) system and an embargo 
on overseas borrowings of less than two years’ duration. In addition, the 
Government adopted measures designed to reduce the trade leads and lags that 
had previously contributed to the apparent net private capital outflows. In 
early July, the Government announced that the borrowing restrictions had 
served their purpose, suspended the VDR requirement and reverted to an embargo 
on overseas borrowings of six months or less. The restrictions on the 

timing of trade payments remained in force. 


During the closing months of FY77 and the early months of the present financial 
year, the removal of the VDR notwithstanding, capital inflows remained low 
and eventually reversed. This reversal position led to speculation on 
possible devaluation, which led to even greater outflows. These outflows, 
combined with the traditional invisibles deficit, caused a sharp rundown in 
Australia's reserves starting in June and continuing through the first three 
weeks in September. Starting in August the Government took a number of 
measures designed to stem these largely speculative outflows. It renewed its 
practise - dormant since mid-February - of making frequent small up and down 
adjustments in the value of the Australian dollar. It revalued the country's 
gold reserves at a market-related price rather than at the "official" IMF 
rate, thus adding about US$780 million to the face value of Australia's 
reserves. Finally, the Government embarked on a massive program of foreign 
borrowing designed to re-build its reserve position and discourage specu- 
lation. 


Thus far in the financial year, the Government has concluded or is negotiating 
loans totalling close to US$1.9 billion. The Treasurer and the Prime Minister 
have both firmly stated that the Government will do‘what is necessary to 
maintain a strong Australian dollar. On balance, the recent actions of the 
Government, combined with the announcements on uranium mining, on the North 
West Shelf and on petroleum exploration, constitute a vigorous response to 
Australia's current payments problem. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. Exports: Continued Strength 


In FY77, the value of Australian imports from the U.S. increased by A$506 
million (approximately US$575 million) to about US$2.5 billion, a 30.6% 

rise over the previous year. As a result, the U.S. share of the Australian 
import market improved to 20.8%. Although commodity details for the full 
financial year are not yet available, indications are that the gains were 
distributed roughly proportionally among the traditional U.S. export leaders. 


U.S. Commercial Officers in Australia, through informal mini-market surveys, 
have determined that the following categories of capital goods have a high 
potential for incremental sales in Australia: computers and peripheral 
equipment; business machines and equipment; pumps, valves and compressors; 
agricultural equipment; industrial equipment; mining and heavy 





construction equipment; automotive maintenance and repair equipment; 
biomedical equipment; communications equipment and systems; metalworking 
equipment; power generating and distributing equipment; printing and 
graphic arts equipment; security and safety equipment; and food processing 
and packaging equipment. Good sales opportunities exist for all of these 
products, and should become better as the economy begins to recover and 
Australian businessmen take increasing advantage of the 40% - and later 

20% - investment allowance tax incentive to renew outdated plant and offset 
rising labor costs. 


Australians are also receptive to U.S. consumer goods, which continue to 
benefit from their high reputation and from the competitive advantage due 
to high internal Australian prices. While Australia is experiencing high 
unemployment, it is also enjoying a record high level of employment, the 
result of a growing labor force. The purchasing power of the employed 
population is high, and Australians are spending a growing proportion of 
their incomes ON leisure-time activities. This has helped to sustain the 
demand for U.S. consumer goods. There should thus be opportunities for 
increased sales of recreational, camping and sporting equipment, kitchenware 
and implements, hand tools, hardware of all types, arts and craft materials, 
fashions, marine hardware, toys and games and furniture. 


U.S. Investment in Australia - Official Climate Favorable, Short-Run 
Economic Climate Uncertain 


The Australian Government is now actively seeking increased foreign invest- 
ment, particularly in the extractive industry sector and has adopted a 
pragmatic policy in applying its foreign investment guidelines to accommodate 
investors. Within this framework, investment is being actively promoted by 
such methods as visits to the U.S. of the Australian Treasurer, Phillip 
Lynch, and frequent visits to the U.S. and other potential investing 
countries of members of Australia's Foreign Investment Review Board. Potential 
investors may obtain a publication entitled Investment in Australia direct 
from the Foreign Investment Review Board, c/o The Treasury, Canberra, A.C.T. 
2600, Australia, or from Australian diplomatic and consular posts in the 

U.S. 


While the official climate is receptive to increased foreign investment in 
Australia, the attractiveness of current opportunities will in the medium- 
term depend less on officialGovernment policy than on the extent to which 
the Australian economy recovers and the Australian cost structure falls to 
a level more comparable with that of other potential host countries and on 
favorable demand conditions in world markets for Australia's export 
commodities, especially its minerals. 


Commercial Services: Promotion Activities Planned 


U.S. Commercial Officers in Australia can provide American businessmen 
with a wide range of commercial services and assistance. Because of special 





opportunities for increased sales in selected product lines, Commercial 
Officers at the U.S. Consulates in Brisbane, Melbourne, Perth and Sydney 

and at the American Embassy in Canberra will be giving particular emphasis 
throughout FY78 to the markets for Computers and Related Equipment, Food 
Processing and Packaging Equipment, Consumer Goods and Process and Pollution 
Control Instrumentation and Equipment. In addition, an extensive effort is 
being made to encourage even more Australians to visit the U.S.,both for 
business and pleasure. 


Several U.S. Government sponsored trade promotion activities are now 

being planned for the current and next fiscal year. U.S. businessmen wishing 
up-to-date information on these planned promotions should contact the 
Marketing Manager for Australia, Office of International Marketing, U.S. 
Department of Commerce, Washington, D.C. 20230. (Area Code 202, 377-3646). 


Available by subscription from the Superintendent of Documents, GPO, Washin 


co gton, D.C. 204 as 
additional. Single copies, 50 cents, available from Publications Sales orang 0402. Annual subscription, $37.50. Foreign mailing, $9.40 


Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








Printing and publishing 
developments were 
easy to follow. 


to keep up with what’s going on in the more than 40,000 companies that comprise the U.S. 
graphic communications industries. 


Printing and Publishing is the U.S. Department of Commerce’s authoritative quarterly review 
that provides the facts and figures on employment, earnings, production, exports and imports, 
and other key industry areas. A $3 year’s subscription brings you fresh data plus analyses of 
current conditions and trends from the Bureau of Domestic Commerce. 


Return this coupon now to start your subscription. 


ENTER MY SUBSCRIPTION TO PRINTING AND PUBLISHING. C 41.18 (] Remittance Enclosed 
at $3.00. Add $.75 for foreign mailing. No additional postage is required for mailing (Make checks payable 
within the United States or its possessions. to Superintendent of 
Send Subscription to: Ce 
oO Charge to my Deposit 
Account No. 


PLEASE PRINT 


MAIL ORDER FORM TO: 
Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402 
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INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





